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Plant and Equipment Expenditures,
the Four Quarters of 1981

U,S. nonfarm business plans to
gpend $321.5 billien for new plant and
equipment in 1081, 8,8 percent more
than in 1980, according to the BEA sur-
vey conducted in late July and August
(table 1 and chart 4)." An 8.4-percent
increase was reported in the April-May
survey and a 10.2-percent increase was
reported in the January-February sur-
vey. Spending in 1980 was $205.6 hil-
lion, 8.3 percent more than in 1979,
Respondents to the quarterly survey
are not asked to report information on
price changes reflected in actual or
planned spending. Estimates of actual
real (constant-dollar) spending have
been constructed as companions to the
current-dollar estimates (see tables A
and B). These estimates indicate that
real spending increased (.8 percent in
1980, The implicit price deflator for
total plant and equipment expendi-
tures derived from them indicates that
capital goods prices rose § percent from
the second quarter of 1980 to the second
quarter of 1981, If business expects
similar increases in capital goods prices
for the remainder of this year, the sur-
vey results imply a slight decrease in
real spending—about 0.3 percent—
from 1980 to 1981. Real spending in-
creased 2.8 percent in the first quarter
and declined 1.7 percent in the second.
Current-dollar spending in the second
quarter increased 1.4 percent, to a sea-
sonally adjusted annual rate of $316.7

1. Plans have been adjosted for biases (table
6, footnote 1), The adjustments were made for
each Industry. Before adjustment, plans for 1981
were §180.14 billlen for manofeeturing  and
£101.85 billlon for monmanufacturing. The net ef.
fect of the adjustments wns to lower manufactor-
Ing $2.36 Willlon and to ralse nonmanufacturing
$3.07 billlon.

hillion, following a 4.2-percent inerease
in the first quarter, Plans reported 3
months earlier were for a slight decline
in second-quarter spending: actual
spending was higher than planned in
both manufacturing and nonmanufac-
turing industries. In manufacturing,
the upward revisions were largest in
machinery, transportation equipment,
food-beverage, textiles, and petroleum.

Tahle 1.—Expenditures for New Plant and
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In nonmanufacturing, public utilities
and trade and services accounted for the
higher spending levels,

Plans indicate that spending will in-
crease 2 percent in the third quarter and
3 percent in the fourth. The levels of
planned spending in these quarters are
little changed from those reported in
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Tahle 2.—Expenditures for New Plant and for New Equipment by U.S, Nonfarm Business
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tha April-May survey; downward re-
vigions in menufacturing wave offeet by
upword revisions in nenmanufacturing,

Spending for new plant inereased 2
percent in the second quarter, to gn an-
nual rate of $131.0 billion ; spending for
new equipment incressed I percent, to
$185.7 billion (iazhie 2}. Spending for
new plant was 41.4 percent of total cap-
ital epending &nd spending for new
equipment was 58,6 percent.

The Economic Recovery Tax Aet of
1981, embodying the President’s eco-
nomis progrsm of tax changes and
other mepsares desiprned to stimulate
investment, was signed in mid-August
whils the latest survey wns being con-
ducted. (For o deseription of the major
features of the Act, zee pp. 36 of the
August Sunvey or CurresT Business. )
Because of the uncerteinties as to the
specific provisions to be contained in
the Act prior to its passage by Congress
and becanss experience indicates that
changes in investment plans by busi-
ness in responsa to changing economic
conditions and Government actions
usually requite several months, it is
unlikely that the impact of the new
measure would have been reflested ap-
preciably in the survey results. Con-
tinued high interest rates and depressed
cash flows could further deley or dam-
pen. the responze by business to the new
investment incantives,

Manufacturing Programs

For the year 1981, manufacturers
pien a 81g-percent apending inerease—
12 percent in nondurables and T percent
in durables; last year, manufacturers
increased their spending 1714 percent.
In nondurables, the largest planned in-
crense for 1981 ia in the petroleum
industry, 27 percent. Food-beverage
Plans & 13-percent increase, and “other
nondurables,” $14 percent. Small de-
clines are ylanmed by textiles and poper.
In durables, the largest planned in-
crensa 18 in “pther durables,” 1815 per-
cent. and reflects strong increases by
producers of instruments and miscel-
lancous manufactured products, Non-
¢lecirical machinery plens a 15-percent
Increnze, Other sizable incresses—1314-
11 percent--are planned by motor
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Constant-Dollar Estimatens of Plant and Equipment Expenditures

Tables A ond B Introducs estirmnates of plant and saguipment axpanditorez in 1972 dollars; the
methodology and estimates for aarlier periods sre presented in the oriftle heginplng on p. 21.
The tables below will be included in this quorterly artlole,

Tuhle A —Expenditures for New Plant and Equipment by U.5. Nonfarm Buniness
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Table B.—Expenditures for New Plant aod for Naw Equipment by 1.5, Nonform Bosiness
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wehicles, nonferrous metels, and elee-
trical machinery. Stone-clay-glass plans
& L3-percent dacline; smaller declines
ara plianned by aireraft, fabricated
metals, and iron and sheel.
Spending by manufactuerers ineressed
1 percant in the second quarter, to B
sensonally adjusted annun) rate of
$125.5 billion, after a §-percent increase
in the first quorter, 4 215-percent in-
crense is planned for the third quarter;
the increass is in nondarable geeds
industries. In the fourth quarter, a one-
half of 1 percent decline is plonned;
nondureble industries necount for it.
Manufacturing projects started in
the second guarter totalad $32.9 billion,
T percent les than in the first goarter
{tabls 3 and chart 5} ; the decline was
in nondurabla goods, where it was con-
contrated in the petrolenm and chemi-
cal industries. Paper reported s small
decline. Durable goods industries re-
ported a sizable incrense; primary
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metals, nonelectrieal machinery, and
transportation equipment reported the
largest increases.

The value of new projects started by
manuincturers in the second quarter ax-
ceaded their cgpitel expenditures, ra-
sulting th an increase in carryover. At
the end of June, corryover totaled $91
billion, $1.5 billion higher than at the
end of March.

Capocity utiitzation

The utilization of manufacturing
capacity was 78 percent in June, un-
changed from Morch and December
(table 4); thig rate is 2 points above
the recession trough in June and Sep-
tember lest year and 6§ points below the
prerecession peak of 8¢ percent in
Murch 1870,
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Utilization rates for most industry
groups showed only small changes from
March to June. The largest change wos
in motor vehicles, up 4 points, to 73 per-
cent ; nonolectrice]l machinery increased
1 point, to 00 percent, Stons-olay-gless
declined 3 points, t&¢ 71 percent; air-
craft, electrical munchinery, snd pri-
mory matals each declined ¢ points, to
T8, T8, and 77 percent, respectively. In
nondurebles, petrolomm increased 3
poinis, to 76 percent, and textiles and
rubber increased 2 points, to B2 and 77T
pereent, respaetively.

Utilization rates for primary- and
advaneed-processed goods industries, ot
78 percent, wers unchanged from
March to June.

The rate for large-sized firms de-
clined 1 point, to 79 pergent, The rale

for medinm-sized firms was unchanged,
at 78 percent. Small firms increased 1
potnt, to TS percent:.

Manufacturing companies owning
3114 percent of fized asssts reported n
need ws of the end of June for more fo-
cilities, nn incrense of 1 percentage
poirt from the end of March (table 5).
Facilities viewad as nbont adequata de.
clined 8 points, to 5815 percent, and
thosa viewed ag sxoceding needs in-
creased 3 points, to 10 percent,

Nonmanufactoring Programs

For the year 1981, an 814-percent in-
crease is planned in nonmonufacturing;
spending increased 414 percent in 1980,
Al major groups except air trangporta-

{temt sontloned on 3. £1}



